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contained in paragraphs (c) and (d) will
not be considered until the next rein-
surance year.

(f) The request for the opportunity to
offer a premium discount under the
premium reduction plan must be sent
to the Director, Reinsurance Services
Division (or designee).

[70 FR 41919, July 20, 2005]

§400.715 Limitations and prohibitions.

(a) For the first two reinsurance
years that RMA approves the payment
of a premium discount, the approved
insurance provider may not pay a pre-
mium discount under the premium re-
duction plan to a producer greater than
4.0 percent of the net book premium for
the eligible crop insurance contract.
For subsequent reinsurance years, the
4.0 percent of the net book premium for
the eligible crop insurance contract
will remain the maximum amount of
premium discount authorized to be ap-
proved by RMA unless otherwise stated
by RMA.

(b) All premium discounts must be
based on an actual accounting of effi-
ciencies achieved by the approved in-
surance provider for the reinsurance
year and may not be distributed to pol-
icyholders until the payment and the
amount of such discounts have been ap-
proved by RMA in writing in accord-
ance with §400.720.

(c) The approved insurance provider
may not impose any term or condition
upon the distribution or amount of any
premium discount (such as condi-
tioning the premium discount based
upon the renewal of the eligible crop
insurance contract with the approved
insurance provider or not having a loss
for the crop year), except those in-
cluded in §§400.714 through 400.722.

(d) Premium discounts under the pre-
mium reduction plan are not available
for:

(1) Eligible crop insurance contracts
at CAT level of coverage; and

(2) Ineligible producers.

(e) No approved insurance provider or
its representatives, agents, employees
or contractors may advertise or other-
wise communicate to any producer the
availability, potential availability, or
existence of:

(1) The opportunity to offer a pre-
mium discount under the premium re-
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duction plan until the approved insur-
ance provider receives written notice
from RMA that it is eligible for the op-
portunity to offer a premium discount;

(2) A specific amount of premium dis-
count prior to such amount being ap-
proved in writing by RMA in accord-
ance with §400.720; and

(3) Past or projected ability of the ap-
proved insurance provider to operate at
less than the approved insurance pro-
vider’s A&O subsidy.

(f) After RMA has determined that
the approved insurance provider is eli-
gible for the opportunity to offer a pre-
mium discount in a State, the approved
insurance provider and its representa-
tives, agents, employees or contractors
may advertise and communicate to
producers that there is an opportunity
for the approved insurance provider to
offer a premium discount in that State
and:

(1) If they advertise or otherwise
communicate that there is an oppor-
tunity to offer a premium discount in
that State, such advertisements or
other communications:

(i) Can only state the dollar amounts
or corresponding percentage of net
book premium of premium discount ac-
tually paid to producers in the State
for each reinsurance year for which the
approved insurance provider paid a pre-
mium discount; and

(ii) Must contain a prominently dis-
played disclaimer that:

(A) States ‘“The past payments of
premium discounts are not a guarantee
that future payments will be made or
an indication of the amount of future
premium discounts’’; or

(B) States a similar statement that
must be approved in writing by RMA;
and

(2) RMA may impose a sanction au-
thorized in §400.719(j) if:

(i) RMA determines that the ap-
proved insurance provider or its rep-
resentative, agent, employee or con-
tractor is not in compliance with the
provisions of this section; or

(ii) Any State regulatory authority
determines that an approved insurance
provider or its representatives, agents,
employees or contractors has violated
any State law regarding the adver-
tising, marketing or solicitation of
customers with respect to a premium
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discount under the premium reduction
plan.

(g) The approved insurance provider
shall not distribute any premium dis-
count payment:

(1) Until the dollar amount, and cor-
responding percentage of net book pre-
mium, for the premium discount have
been approved by RMA in writing (For
example, RMA may approve a dollar
amount of premium discount in a State
of $500,000, which corresponds to a per-
centage of premium discount of 3% of
the net book premium for the State);
and

(2) In an amount that is greater than
the dollar amount, and corresponding
percentage of net book premium, for
the premium discount approved by
RMA.

(h) If RMA approves a dollar amount,
and corresponding percentage of net
book premium, for the premium dis-
count in a State:

(1) All producers insured by the ap-
proved insurance provider in that State
for the corresponding reinsurance year
will automatically receive that per-
centage of net book premium of pre-
mium discount (For example, if an ap-
proved insurance provider is approved
to pay a percentage of premium dis-
count of 3% of the net book premium
for efficiencies attained during the 2006
reinsurance year in a State, all pro-
ducers insured with that approved in-
surance provider during the 2006 rein-
surance year in that State will receive
a premium discount that is 3% of the
net book premium for their eligible
crop insurance contract); and

(2) That same RMA approved pre-
mium discount percentage of net book
premium must be paid for all crops,
coverage levels except the CAT cov-
erage level, and plans of insurance
written by the approved insurance pro-
vider in that State.

(i) The approved insurance provider
must be in compliance with all require-
ments of the approved procedures to be
able to pay a premium discount.

[70 FR 41920, July 20, 2005]
§400.716 Contents of the request for

the opportunity to offer a premium
discount.

Each request for the opportunity to
offer a premium discount under the
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premium reduction plan must include
all of the following:

(a) The name of the approved insur-
ance provider; the person who may be
contacted for further information re-
garding the request for an opportunity
to offer a premium discount under the
premium reduction plan; and the per-
son who will be responsible for the ad-
ministration of the premium reduction
plan.

(b) A list of the States where the ap-
proved insurance provider wants the
opportunity to offer a premium dis-
count under the premium reduction
plan.

(c) A detailed marketing plan that
describes how the approved insurance
provider will promote the premium re-
duction plan to all producers, espe-
cially small producers, limited re-
source farmers as defined in section 1
of the Basic Provisions in 7 CFR 457.8,
women and minority producers. With
respect to the marketing plan, it must:

(1) Identify and utilize the appro-
priate media with the capacity to
reach all producers, especially small
producers, limited resource farmers as
defined in section 1 of the Basic Provi-
sions in 7 CFR 457.8, women and minor-
ity producers, in the State in which the
premium reduction plan will be offered,
such as advertising through farm jour-
nals, farm radio, community based or-
ganizations, etc.;

(2) Be in addition to any solicitation
or advertising done by agents of the ap-
proved insurance provider; and

(3) Contain a certification by the per-
son responsible for signing the SRA
that any cost saving measures will not
result in a reduction in service to any
producers, especially small producers,
limited resource farmers as defined in
section 1 of the Basic Provisions in 7
CFR 457.8, women and minority pro-
ducers in the State in which the pre-
mium reduction plan will be offered.

(d) A report of the total dollar
amount of premium discount and the
corresponding premium discount per-
centage by State paid for the previous
reinsurance year (Such report must be
provided to RMA not later than 15 days
after making the premium discount
payments); and



